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Financial reporting issues and developments 

The table below details current issues and financial reporting developments that may impact your 

council’s/joint organisation’s (JOs) financial statements. Management should review these issues and 

developments, determine those applicable to the council/JO and assess the impact on the financial 

statements and annual report. Where this relates to an accounting standard issued but not yet 

effective, management should disclose the anticipated impact of the standard in their financial 

statements. Management may consult their audit team for further information and explanation on the 

issues and developments detailed below. 

Councils/JOs should refer to the Office of Local Government’s (OLG)1 Code of Accounting Practice 

and Financial Reporting for mandates on accounting policy options and major policy decisions under 

Australian Accounting Standards when determining if an accounting standard can be early adopted. 

Reporting developments 

Issue 1: AASB 1059 ‘Service Concession Arrangements: Grantors’ 

Overview Applies to 

In July 2017, the AASB issued a new accounting standard AASB 1059 ‘Service 

Concession Arrangements: Grantors’ to address the gap in accounting for service 

concession arrangements (SCAs) from the grantor’s perspective. 

AASB 1059 applies to arrangements involving an operator providing public services 

related to a service concession asset on behalf of a public sector grantor for a specified 

period of time and managing at least some of those services. Common examples 

include roads, prisons, hospitals, water distribution facilities and energy supply. 

AASB 1059 will affect all public sector entity grantors (both for-profit and not-for-profit) 

involved in SCAs (including grantors of existing, but unrecognised SCAs). 

AASB 1059 requires a grantor to: 

• recognise an asset provided by the operator (including an upgrade to an existing 

asset of the grantor) as a service concession asset if the grantor controls the 

asset. The grantor controls the asset if they: 

- control or regulate the services the operator must provide with the asset, to 

whom it must provide them and at what price, and 

- control either a significant residual interest in the asset at the end of the 

arrangement, or control the asset for the life of the arrangement 

• reclassify an existing asset (including recognising previously unrecognised 

identifiable intangible assets and land under roads) as a service concession asset 

when it meets the conditions specified above 

• initially measure the service concession asset at current replacement cost (CRC) 

in accordance with AASB 13 ‘Fair Value Measurement’. After initial recognition or 

reclassification, account for the service concession asset in accordance with AASB 

116 ‘Property, Plant and Equipment’ or AASB 138 ‘Intangible Assets’, as 

appropriate, except as specified in this standard 

• recognise a corresponding liability measured initially at the fair value (CRC) of the 

service concession asset, adjusted for any other consideration between the 

grantor and the operator; using either or both models (financial liability, or grant of 

a right to the operator) specified in the standard 

All public sector 

entity grantors for 

annual reporting 

periods beginning on 

or after 

1 January 20202,with 

early adoption 

permitted. 

 
1 The functions of the Office of Local Government are within the Department of Planning, Industry and 
Environment. 
2 AASB 2018-5 ‘Amendments to Australian Accounting Standards – Deferral of AASB 1059’ amends AASB 1059 
to defer its effective date from annual reporting periods beginning on or after 1 January 2019 to 1 January 2020. 
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Overview Applies to 

• disclose sufficient information to enable users of financial statements to 

understand the nature, amount, timing and uncertainty of assets, liabilities, 

revenue and cash flows arising from SCAs. 

 

Grantors must apply AASB 1059 retrospectively: 

• to each prior period presented under AASB 108 ‘Accounting Policies, Changes in 

Accounting Estimates and Errors’, or 

• by recognising and measuring service concession assets and related liabilities at 

the date of initial application (being the beginning of the earliest comparative 

reporting period presented). 

 

Council responsibilities 

To effectively implement AASB 1059 councils will need to have: 

• an understanding of the requirements of the new standard  

• adequately planned and prepared for its application including training staff 

• assessed the terms and conditions of existing arrangements with private sector 

operators to assess whether they fall within the scope of AASB 1059 and meet the 

criteria for recognition as a SCA or whether they are leasing or outsourcing 

arrangements 

• discussed their assessment with the Audit, Risk and Improvement Committee 

(ARIC) and auditors 

• developed an implementation plan to apply AASB 1059 where any arrangements 

have been determined to fall within the scope of AASB 1059. 

 

Councils will need to keep detailed working papers evidencing how it has complied with 

the requirements of AASB 1059, such as working papers to support: 

• key decisions and judgements made, for example whether the arrangement falls 

within the scope of AASB 1059, the current replacement cost of the SCA at the 

inception of the arrangement, determining the asset and service components of 

the arrangement, pattern of revenue recognition under the grant of a right to the 

operator model 

• financial statement disclosures. 
 

 

Responsibilities of ARICs and those charged with governance 

ARICs and those charged with governance should: 

• understand the new standard 

• review management’s assessment of whether any current arrangements fall within 

the scope of AASB 1059 

• if an arrangement falls within the scope of AASB 1059: 

- ensure management has adequately planned for its effective application, 

including disclosure of the impact in the current year financial statements 

- monitor progress against the plan and the requirements of the standard. 
 

 

 
  



 
Our insights inform and challenge government to improve outcomes for citizens 

 
 

3 

Issue 2: AASB 1060 ‘General Purpose Financial Statements – Simplified Disclosures for 

For-Profit and Not-for-Profit Tier 2 Entities’ 

Overview Applies to 

In March 2020, the AASB issued a new accounting standard AASB 1060 ‘General 

Purpose Financial Statements – Simplified Disclosures for For-Profit and Not-for-Profit 

Tier 2 Entities’ which replaces the current Reduced Disclosure Requirements (RDR) 

framework. 

AASB 1060 sets out a new, separate disclosure Standard to be applied by all entities 

that are reporting under Tier 2 of the Differential Reporting Framework in AASB 1053 

‘Application of Tiers of Australian Accounting Standards’. This Standard has been 

developed based on a new methodology and principles to be used in determining the 

Tier 2 disclosures that are necessary for meeting user needs. 

AASB 1060 reduces the reporting requirements of for-profit and not-for-profit entities 

using the current Tier 2 reporting requirements for preparing general purpose financial 

statements. 

AASB 1060 does not change:  

• which entities are permitted to apply Tier 2 reporting requirements; and  

• the recognition and measurement requirements of Tier 2, which are the same as 

for Tier 1. 

 

The disclosures that are relevant to Tier 2 entities are set out in this separate 

Standard. Disclosure requirements set out in the body or appendix of other Standards 

will no longer be shaded or unshaded in relation to Tier 2 requirements. 

The Joint Organisation Supplement to the Local Government Code of Accounting 

Practice and Financial Report 2020–21 requires JOs to early adopt the requirements 

in AASB 1060. Consequently, JOs will be required to apply the disclosure 

requirements for AASB 1060 in their 2020–21 financial statements. 

All entities that are 

reporting under Tier 2 

of the Differential 

Reporting Framework 

in AASB 1053 for 

annual reporting 

periods beginning on 

or after 1 July 2021, 

with early adoption 

permitted. 

JO responsibilities 

To effectively implement AASB 1060 JOs will need to have: 

• an understanding of the new requirements and the impact on their financial 

statements 

• discussed their assessment with the ARIC and auditors 

• prepared for the changed disclosures 

• considered the requirements outlined in Section 2 ‘Joint Organisation 

Supplement’ to the Local Government Code of Accounting Practice and Financial 

Reporting.  
 

 

Responsibilities of ARICs and those charged with governance 

ARICs and those charged with governance should: 

• understand the new standard 

• review management’s assessment on the impact of the new standard on the JO’s 

financial statements. 
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Other new financial reporting pronouncements 

The following pronouncements, which may affect councils and their controlled entities’, and JOs’ 

financial statements and/or annual reports, were issued3 between 1 January 2020 and 

23 February 2021. 

The table below does not include accounting standards issued during the period if an overview has 

already been provided in the table above. 

New Australian Accounting Standards 

Reference/Title Effective date 
Standards 

amended/replaced 

2020-1 ‘Amendments to Australian Accounting Standards – Classification of Liabilities as Current or 

Non-current 

This Standard amends AASB 101 ‘Presentation of Financial 

Statements’ to clarify requirements for the presentation of liabilities 

in the statement of financial position as current or non-current. For 

example, the amendments clarify: 

• that a liability is classified as non-current if an entity has the 

right at the end of the reporting period to defer settlement of 

the liability for at least 12 months after the reporting period;  

• the meaning of settlement of a liability. 

 

Annual reporting 

periods beginning 

on or after 

1 January 2022, 

with early 

application 

permitted. 

AASB 101 

2020-3 ‘Amendments to Australian Accounting Standards – Annual Improvements 2018-20 and Other 

Amendments’ 

This Standard amends: 

• AASB 1 ‘First-time Adoption of Australian Accounting 

Standards’ to simplify the application of AASB 1 by a 

subsidiary that becomes a first-time adopter after its parent in 

relation to the measurement of cumulative translation 

differences; 

• AASB 3 ‘Business Combinations’ to update a reference to the 

‘Conceptual Framework for Financial Reporting’ without 

changing the accounting requirements for business 

combinations; 

• AASB 9 ‘Financial Instruments’ to clarify the fees an entity 

includes when assessing whether the terms of a new or 

modified financial liability are substantially different from the 

terms of the original financial liability;  

• AASB 116 ‘Property, Plant and Equipment’ to require an entity 

to recognise the sale proceeds from selling items produced 

while preparing property, plant and equipment for its intended 

use and the related cost in profit or loss, instead of deducting 

the amounts received from the cost of the asset; 

• AASB 137 ‘Provisions Contingent Liabilities and Contingent 

Assets’ to specify the costs that an entity includes when 

assessing whether a contract will be loss-making;  

• AASB 141 ‘Agriculture’ to remove the requirement to exclude 

taxation-related cash flows when measuring fair value, 

thereby aligning the fair value measurement requirements in 

AASB 141 with those in other Australian Accounting 

Standards. 

 

Annual reporting 

periods beginning 

on or after 

1 January 2022 

with early 

application 

permitted. 

AASB 1 

AASB 3 

AASB 9 

AASB 116 

AASB 137 

AASB 141 

 
3 Note this table only includes new standards issued and excludes compiled standards issued. 
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Reference/Title Effective date 
Standards 

amended/replaced 

2020-4 ‘Amendments to Australian Accounting Standards – Covid-19-Related Rent Concessions’ 

This Standard amends AASB 16 ‘Leases’ to provide a practical 

expedient that permits lessees to elect not to assess a rent 

concession, occurring as a direct result of covid-19, as a lease 

modification when all of the following conditions are met: 

• the change in lease payments results in revised consideration 

for the lease that is substantially the same as, or less than, 

the consideration for the lease immediately preceding the 

change; 

• any reduction in lease payments affects only payments 

originally due on or before 30 June 2021 (for example, a rent 

concession would meet this condition if it results in reduced 

lease payments on or before 30 June 2021 and increased 

lease payments that extend beyond 30 June 2021); and 

• there is no substantive change to other terms and conditions 

of the lease. 

 

The Standard requires the lessee to make additional disclosures if 

they apply the practical expedient. 

Annual reporting 

periods beginning 

on or after 

1 June 2020, with 

early application 

permitted. 

AASB 16 

2020-5 ‘Amendments to Australian Accounting Standards – Insurance Contracts’ 

This Standard amends AASB 17 ‘Insurance Contracts’ to: 

• reduce the costs of applying AASB 17 by simplifying some of 

its requirements 

• make an entity's financial performance relating to insurance 

contracts easier to explain 

• defer the effective date of AASB 17 to annual periods 

beginning on or after 1 January 2023 instead of 

1 January 2021 

• provide additional optional relief to reduce the complexity in 

applying AASB 17 for the first time. 

 

This Standard also amends AASB 4 ‘Insurance Contracts’ to 

permit eligible insurers to continue applying AASB 139 'Financial 

Instruments: Recognition and Measurement' until they are 

required to apply AASB 9 'Financial Instruments' alongside 

AASB 17. 

Annual reporting 

periods beginning 

on or after 

1 January 2021, 

with early 

application 

permitted. 

AASB 4 

AASB 17 

AASB 2020-6 ‘Amendments to Australian Accounting Standards – Classification of Liabilities as 

Current or Non-Current – Deferral of Effective Date’ 

This Standard defers the amendments made by AASB 2020-1 

‘Amendments to Australian Accounting Standards – Classification 

of Liabilities as Current or Non-current’’ to AASB 101 ‘Presentation 

of Financial Statements’ relating to the presentation of liabilities in 

the statement of financial position as current or non-current from 

1 January 2022 to 1 January 2023. 

Annual reporting 

periods beginning 

on or after 

1 January 2022. 

AASB 101 
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Reference/Title Effective date 
Standards 

amended/replaced 

AASB 2020-7 ‘Amendments to Australian Accounting Standards – Covid-19-Related Rent Concessions: 

Tier 2 Disclosures’ 

This Standard amends AASB 16 ‘Leases’ and AASB 1060 

‘General Purpose Financial Statements – Simplified Disclosures 

for For-Profit and Not-for-Profit Tier 2 Entities’ to add disclosure 

requirements for entities subject to AASB 1060 that have applied 

the practical expedient in AASB 16 for the accounting for 

COVID-19-related rent concessions. 

Annual reporting 

periods beginning 

on or after 

1 July 2021. Early 

application is 

required if the 

entity is also 

applying AASB 

1060 and AASB 

2020-4 to an 

earlier period. 

AASB 16 

AASB 1060 

AASB 2020-8 'Amendments to Australian Accounting Standards – Interest Rate Benchmark Reform – 

Phase 2' 

This Standard amends AASB 4 ‘Insurance Contracts’, AASB 7 

‘Financial Instruments: Disclosures’, AASB 9 ‘Financial 

Instruments’, AASB 16 ‘Leases’ and AASB 139 ‘Financial 

Instruments: Recognition and Measurement’ to help entities to 

provide financial statement users with useful information about the 

effects of the interest rate benchmark reform on their financial 

statements.  

As a result of these amendments, an entity:  

• will not have to derecognise or adjust the carrying amount of 

financial instruments for changes required by the reform, but 

will instead update the effective interest rate to reflect the 

change to the alternative benchmark rate;  

• will not have to discontinue its hedge accounting solely 

because it makes changes required by the reform, if the 

hedge meets other hedge accounting criteria; and  

• will be required to disclose information about new risks arising 

from the reform and how it manages the transition to 

alternative benchmark rates. 

Annual reporting 

periods beginning 

on or after 

1 January 2021, 

with earlier 

application 

permitted. 

AASB 4, AASB 7, 

AASB 9, AASB 16 

& AASB 139 

AASB 2020-9 ‘Amendments to Australian Accounting Standards – Tier 2 Disclosures: Interest Rate 

Benchmark Reform (Phase 2) and Other Amendments’ 

This Standard amends the Tier 2 (Simplified Disclosures) 

requirements in AASB 1060 ‘General Purpose Financial 

Statements - Simplified Disclosures for For-Profit and 

Not-for-Profit Tier 2 Entities’ to provide relief for entities applying 

AASB 1060 from disclosing the financial effects of changing 

accounting policies in response to interest rate benchmark reform. 

This Standard also makes various editorial corrections to 

AASB 1060. 

Annual reporting 

periods beginning 

on or after 

1 July 2021, with 

earlier application 

permitted. 

AASB 1060 
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New Office of Local Government (OLG) publications4 

Council circulars and guidelines – refer to OLG website 

20-42 ‘Release of Exposure Draft Bill on local government rating reform’ 

20-41 ‘Further extension of increased tendering exemption threshold for contracts for bushfire response and 

recovery to 30 June 2021’ 

20-40 ‘Local Government Code of Accounting Practice and Financial Reporting 2020–21’ 

20-38 ‘Special Rate Variation and Minimum Rate Variation Guidelines and Process’ 

‘Special Variation Guidelines 2021-2022’ 

‘Minimum Rates Guidelines 2021-2022’ 

20-36 'End of Year Financial Reporting 2019–20' 

20-34 ‘Joint Organisation Calendar of Compliance and Reporting Requirements 2020–21’ 

20-33 ‘Calendar of Compliance and Reporting Requirements 2020–21’ 

20-30 ‘COVID-19 Economic Stimulus Package – 2020–21 

20-24 ‘Extension of increased tendering exemption threshold for contracts for bushfire response and recovery to 

31 December 2020’ 

20-23 ‘2020–21 Determination of the Local Government Remuneration Tribunal’ 

20-20 ‘Clarification for issuing and collecting 2020–21 single and first quarter rates instalments’ 

GC-149 '2020–21 Financial Assistance Grants (FAGs) – advance payment' 

20-19 ‘Information about Rating 2020–21’ 

20-18 ‘Important changes for all councils made by the COVID-19 Legislative Amendment (Emergency Measures 

– Miscellaneous) Act No.2’ 

20-16 'COVID-19 Economic Stimulus Package' 

20-15 ‘New Integrated Planning and Reporting requirements for NSW councils’ 

20-13 ‘Managing fraud and corruption risks during the COVID-19 pandemic’ 

20-12 ‘Modification of statutory requirements in response to the COVID-19 pandemic’ 

20-11 ‘Final Code of Accounting Practice and Financial Reporting (update 28) including Joint Organisations 

Supplement’ 

20-03 ‘Amendments to the Local Government (General) Regulation 2005 to increase the tendering exemption 

threshold for contracts for bushfire recovery and operations’ 

 

Council guidance – refer to OLG website 

Analysis of Revenue Contracts – Councils and OLG 

Analysis of Revenue Contracts – Councils and NSW Government 

Analysis of example waste management agreements 

Preparing for the Introduction of New Accounting Standards Financial Reporting Year Ending 30 June 2020 

A guide to the preparation of accounting policy position papers 

Questionnaire: Assessment of Grants and other revenue agreements under AASB 15 Revenue from Contracts 

with Customers and AASB 1058 Income of NFP Entities 

 

 
4 Includes pronouncements which may affect council and JO financial statements and/or annual reports. 

https://www.olg.nsw.gov.au/circulars/
https://www.olg.nsw.gov.au/councils/council-finances/financial-reporting/local-government-code-of-accounting-practice-and-financial-reporting/


 
 

 
 
 

 

 

 


